
The 
Foreign Tax Credit for 

Individuals



Who is Eligible?
U.S. Citizens

Resident Aliens

Partners

Beneficiaries of Estate or Trust

Shareholders in S Corp

Nonresident Aliens 
(in limited circumstances)



How is it Claimed?
Form 1040, Line 47

Form 1116 
Unless:

– Only foreign passive income,

– Creditable foreign taxes of $300 or less 
($600 or less if MFJ), and

– Received payee statement (1099, K-1)



What Tax Qualifies?
Income tax on foreign income

Legally owed and paid or accrued

Not imposed by sanctioned country

Not claimed as a deduction

Not on excluded income



No Credit on Excluded Income

Formula for Amount Not Allowed:
(FEIE / FEI) x Foreign Inc Tax = Not Allowed

($ 91,500 / $122,000) x $ 30,500 = $ 22,875

Allowable Foreign Income Tax on FEI:
$ 30,500 - $ 22,875 = $ 7,625



Income Categories

Passive Category Income

General Category Income

Separate Form 1116 for Each Category



Limit on Credit

FTC Limitation Formula
$ 30,500 (Foreign Source T.I.)

$ 50,500 (Worldwide T.I.)
-------------------------------- x  $10,700 (US Tax) = $ 6,463

The $ 7,625 allowable foreign tax is Limited to $6,463

Limit Applied to Each Income Category

Carryback 1 Yr / Carryforward 10 Yrs



Form 1116, Part III



Tax Treaties

Tax Treaties May Limit Credit
Example – Swiss Corporation
Withheld Tax on Dividends:  35%
Tax on Dividends per Treaty:  15%

Allowable foreign taxes based on 15%



Foreign Exchange Rates



Important to Know

Foreign Tax Redetermination

– Must Amend U.S. Return

Capital Gains / Losses
– Adjustments

Alternative Minimum Tax
– Separate Form 1116



Need Help?
Call International Customer Service

(267) 941-1000 (not toll free)
Mon.–Fri. 6:00 a.m.–11:00 p.m. EST

Check www.irs.gov 
Keywords: Foreign Tax Credit

Helpful publications: 
54, 514, 901 
Form 1116 Instructions
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